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THE ECONOMICS OF THE SOCIAL UPLIFT x 

THE problems of an industrial community are problems of the 
production and distribution of wealth. This is eminently 
true of western civilization, whose peoples, under the rule 
of machine technology, have achieved a degree of specialization and 
integration in industry hitherto unknown. In a narrower sense the 
conflict between labor and capital, which is perhaps a less prosaic 
way of referring to the modern industrial problem, has called forth 
the best efforts and the most careful attention of statesmen and 
economists. 

Industrial Goodwill, written by an eminent economist, makes a 
new approach to the human problem in industry. The author is an 
outstanding figure among students of the labor problem, and what 
he has to say on the relation between labor and capital in industry 
carries the weight of unusual authority and is therefore entitled to 
serious attention. 

Economists and men of affairs have held different theories as 
to the elements which determine the wages of labor. The simplest 
and perhaps the most popular is the market theory that the supply 
of and the demand for labor determine wages. According to 
Industrial Goodwill, this is the merchant's view of the situation. 
Latterly, the theory has come to prevail that wages depend on the 
productivity of labor: "Each laborer is a machine — its value de- 
termined by the quantity of its product" (page 14). As a faith- 
ful disciple of the classical school of economics, the author thinks 
there is some truth both in the market and in the machine theory 
of wages. For a complete explanation of wages, however, a third 
factor must be considered — the psychological factor of the laborer's 
goodwill. " Goodwill is productive, not in the sense that it is 
the scientific economizing of the individual's capacities, but because 
it enlists his whole soul and all his energies in the thing he is 

1 Industrial Goodwill. By John R. Commons. New York, McGraw-Hill 
Book Company, 1919. — 213 pp. 

Creative Impulse in Industry. By Helen Marot. New York, E. P. Button 
and Company, 1917. — xxii, 146 pp. 

Instincts in Industry. By Ordway Tead. New York, Houghton Mifflin 
Company, 1918. — xv, 222 pp. 
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doing" (page 20). Presumably, the correct theory of wages must 
consist in a synthesis of the market, the machine and the goodwill 
theory of wages. In case of an emergency appeal may be had to a 
fourth factor — the public utility theory of labor (page 27). What 
follows in the succeeding pages of the book is an interesting itinerary 
of platitudinous peregrinations in the fields of " Democracy ", 
" Solidarity ", " Loyalty " etc., etc. The ostensible object of these 
excursions in homiletics is to indicate the manner in which goodwill 
in industry may be developed to the end that goodwill among men 
may prevail. 

Among the several essays, the chapter on " Democracy " is per- 
haps typical of the author's bias, which is perceptible in the entire 
book. The reader is informed that there have been two theories of 
democracy current at one time and another. One is the anarchistic 
theory as exemplified by the French Revolution, the other, the social- 
istic theory as illustrated by the more recent revolution in Russia. 
According to the author, both the anarchistic and the socialistic 
theories of democracy fall short of the ideal, mainly because both 
theories are founded upon a denial of the immutable fact of class 
struggle and hatred (page 38). In his view, the inherent depravity 
of human nature is an incontrovertible fact, and no social organiza- 
tion can hope to endure unless it is conscious of this certainty. The 
author regards the operation of the Food Administration during the 
war (page 39) and presumably the exploits of the Fuel Administra- 
tion as better examples of true democracy which threatens neither 
" the employer's property " nor " the laborer's patriotism " (page 
44). At the same time it is also pointed out that the best security 
of true democracy consists in further organization of labor, which, in 
the face of " national peril ", was encouraged " both by the Presi- 
dent and the ex- President " quite contrary to " their earlier opinions 
as professor and judge ". 

It will be somewhat difficult to reconcile a conception of societv 
whose foundation is assumed to be a recognition of class hatred and 
rivalry with another conception of society of which the basis may 
be inferred from the following : " Employer and employee are en- 
gaged in a common enterprise. They jointly assume the risks and 
share the burdens and benefits of the enterprise" (page 51). " The 
employer who has not yet accepted the theory of solidarity has a 
wrong attitude toward the law" (page 52). "The solidarity of 
capital and labor becomes the prosperity of capital, of labor, and 
the nation" (page 61). These sentiments are calculated to promote 
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goodwill in industry, but apparently the author has overreached him- 
self, and, presumably fearing lest an undue adherence to these prin- 
ciples of " solidarity " lead to an untoward violation of the sanc- 
tity of private property, he hastens to interpose the following cau- 
tion : " But this argument of solidarity, like the argument of indi- 
vidualism, cannot be carried too far. . . . Carried to the extreme it 
is socialism" (page 102). 

Such are the hopes and fears which usually inspire or disturb the 
serenity of the common run of economists. The difficulty is caused by 
a confusion of points of view in current discussions dealing with the 
production and distribution of wealth. Production is primarily a 
technological, problem and is conceived of in terms of the factors of 
production, such as land, labor, capital. As a technological prob- 
lem production may be viewed objectively and with little or no bias. 
The problem of distribution, on the other hand, is concerned with 
incomes and is referred to in terms of the institutional bric-a-brac of 
wages, interest, rent etc. 1 These items, like all institutional factors, 
are the outcome of custom, usage and habituation, and are therefore 
amenable to a considerable bias in any discussion which may involve 
a doubt as to their authenticity. As a result of the failure to dis- 
tinguish the functional character of labor and capital from their in- 
stitutional character as sources of income, economists by training 
and tradition have often been more occupied with ethical sermons 
than with scientific research. They have been more interested in 
justifying the ways of God to man than in understanding the won- 
ders He performs. That is to say, the problems of production and 
distribution are viewed in terms of individual incomes rather than in 
terms of the functional bearings of the factors of production with 
reference to the community engaged in a collective enterprise. In 
economic discussions industrial facts have been subordinated to busi- 
ness custom and usage. 

The conclusion is unavoidable that without a harmonious coopera- 
tion ("solidarity") among the various factors of production, viewed 
as functional categories, the economic life of modern civilized com- 
munities becomes rather precarious, as current events in this country 
and in Europe testify. The usefulness (productivity) of land, labor 

1 It is to be noted that wages, rent, interest and other distributive shares 
appear as costs of production. In so far as this is true, what may be said of 
them in their bearing on problems of distribution would hold equally in any 
discussion dealing specifically with problems of production. 
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and capital, employed jointly, is a palpable fact, subject to quanti- 
tative measurements and comprehensible in terms of cause and effect. 
The specific title (right) of any single individual to a specific in- 
come, on the other hand, is a matter of imputation. That is to say, 
the serviceability to the community of land, labor and capital is a 
matter of observation. The authenticity of rent, wages and interest 
is a matter of inference. But while the distributive shares may 
logically be inferred from the joint productivity of the respective fac- 
tors, the question of the individuals or groups who may come in as 
beneficiaries of the joint enterprise is largely a question of arbi- 
trary rule which under the stress of circumstances is institutionalized 
or codified and comes to be regarded as a standard of conduct for 
the community. So, for instance, it happens that in spite of the 
functional (technological) futility of the institution of ownership in 
the scheme of modern industry, the legal device of the right of pri- 
vate property, which may have had at one time a more secure ground 
on which to stand, is interposed to divert a considerable part of 
the community's product to groups and individuals whose contribu- 
tion to the productive enterprise in which the community is engaged 
is of doubtful validity under the test of technological necessity, and 
whose right, therefore, to a distributive share can be sustained only 
by appeal to irrelevant considerations. 

In the meantime, progress in the arts of industry has imposed 
upon modern industrial communities an increasing use of mechanical 
appliances, whether in times of war or in intervals of peace. That 
is to say, the fact is being forced upon the attention of the worker 
that the processes of industry and consequently the problems of pro- 
duction and distribution are technological rather than institutional 
in character. It is therefore becoming more and more difficult, as 
the necessity is becoming more and more urgent, for economists and 
moralists at large to convince the common run of workers that the 
problems of production and distribution can be solved in terms of 
institutional rights and privileges. In the face of a technological 
necessity such as a large portion of the civilized world is experienc- 
ing today, the institutional paraphernalia of wages, rent and profit 
appear to be irrelevant factors in the situation which serve only to 
retard the wheels of industry at a time when the need for industrial 
activity is greatest and that for business manipulation least. Under 
these circumstances, when technological necessity and institutional 
rights are running at cross purposes, to the untold suffering and 
misery of vast communities, it does not promise well for the future 
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of economic science, nor does it speak great praise for the courage of 
economists, to avoid the issue by offering to a hungry world crying 
for bread the precious stones of " Democracy ", " Loyalty ", " Per- 
sonality " and " Education ". 

A good part of what passes current as economic science is founded 
on the theory that men are endowed with an inherent and inalienable 
love of indolence. The fallacy of this dictum was exposed by Thor- 
stein Veblen in an essay written many years ago and more recently 
in his book, The Instinct of Workmanship. 

The introductory chapter of The Creative Impulse in Industry is 
in the form of an indictment of the modern industrial system in so 
far as, in the author's view, large factories and their extensive use of 
mechanical devices have led to extreme specialization and have 
thereby dulled or thwarted the creative impulse of the laborer. It 
is pointed out in the succeeding chapter that the American method 
in industry is to substitute the mercenary, grasping and gain-getting 
motives of the captain of industry for the non-pecuniary, disinter- 
ested and workmanlike motive with which men are by nature en- 
dowed. By way of comparison, the German industrial method is 
analyzed in another chapter. The author indicates that in Germany 
also the creative impulse in industry is defeated but in a different 
manner — by making the expansion and the enrichment of the polit- 
ical state the chief motive in industrial enterprise. 

What is more interesting but less convincing than the author's 
quite summary analysis of the American and German methods in 
industry is the concluding chapter of the book, in which she offers a 
program calculated to rehabilitate the creative impulse in industry. 
This is to be accomplished by means of educational industry which 
involves the conscientious pursuit of a more or less itemized course 
of study. Educational industry is to be distinguished from indus- 
trial education in that the emphasis in the former is to be placed on 
education rather than on industry. The individual, whether actually 
employed or in the process of training for employment in a partic- 
ular industry, is to be made thoroughly familiar not only with his 
particular part in the industry but also with the interrelations and 
interdependence of all the processes involved in making the finished 
product (page 112). 

Avowedly, success and achievement are not to be measured by the 
accepted standards of business efficiency or pecuniary competency 
(page 133). Nevertheless, it has been made clear (pages 115-116) 
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that the model shop would succeed better if it were to engage in the 
production of merchantable articles. So that, after all, the goal in 
educational industry is the same as in industrial education — ever 
onward and upward (page 118). 

" Not enjoyment and not sorrow 
Is our destined end and way, 
But to live that each tomorrow 
Finds us farther than today." 

This great American business principle of acceleration finds quite as 
much free play in a system of educational industry as it does in the 
present system of industrial education. 

The chief reason for the atrophy of the creative impulse in in- 
dustry is not so much the fact of machine technology nor yet over- 
specialization in industry but rather over-standardization and over- 
organization. A careful survey of the educational program offered 
seems, however, to indicate that, whatever else may have been its 
intention, in its operation it is likely to result in more organization 
and a further standardization of industry. Apparently the enemy 
that has been thrust out of the window has found its way in again 
through the back door. 

Even if the reader were to take a generous view of the author's 
proposal whereby the creative impulse is to be reclaimed, the fact 
still remains that the author's emphasis is misplaced. It may 
be doubted whether or not the particular infirmity of the worker, 
" the contamination of the instinct of workmanship ", in the words 
of Veblen, can be corrected through educational discipline. The 
revival of the creative impulse is more likely to come about through 
the gradual or sudden decay of pecuniary standards in industry. 
The final disposition of these standards in modern civilization is less 
likely to be achieved by persuasion or systematic instruction than 
through the force of circumstances — a matter which is largely if 
not wholly independent of human plans and predilections. 

Some two years ago the late Carleton Parker read a paper on in- 
stincts in industry before the American Economic Association. It 
appears from its preface (page xiv) that Instincts in Industry is 
an elaboration of Mr. Parker's essay. There is perhaps some dis- 
crepancy in the actual number of instincts accounted for in the 
earlier essay and in the present study, but since there is no general 
agreement among psychologists as to the precise number of instincts 
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with which human beings are endowed, this discrepancy is not of 
vital importance to the study. 

Classical economic theory and much of the current economic 
thought proceed on Bentham's utilitarian calculus, whose foundation 
is the simple psychology of the associationist school. The criticism 
which has successfully been urged against the hedonic calculus to- 
gether with its implications is that it assumes the deciding motive in 
human behavior to be a nicely balanced rationale of pleasure and 
pain. Later investigations and studies in psychology, especially the 
work of William James, have to a large extent discredited this simple 
view of human conduct. The reaction which has set in as a conse- 
quence has resulted in a more or less arbitrary classification of so- 
called instincts and impulses which are presumed to determine the 
activities of the individual. Some studies in social psychology (for 
example, McDougal, Social Psychology) have done more than to 
tabulate the instincts. They have in a measure succeeded in analyz- 
ing and tracing them. Others, such as Instincts in Industry, have 
been content to make use of a classification found ready to hand 
without attempting a scientific analysis or inquiry into these so- 
called instincts as applicable to human relations. Consequently, 
studies of this nature often give the impression of an amateurish and 
ill-advised adventure. 

Consider, for instance, the case of a leper colony (page 1), whose 
inmates refused to perform manual labor in exchange for some 
gratuities received, and who resumed work on the promise of payment 
of wages. The author offers this anecdote as " a true story of the 
instinct in industry" (page 2), the inference being that work for 
wages is instinctive. Again, as an illustration of the parental instinct, 
the common case is cited of workmen who, during periods of strike, 
walk out much against their conviction regarding the justice of the 
strike (page 19). Such gratuitous inferences as these must under 
the circumstances be viewed in the spirit of Christian charity rather 
than in that of scientific criticism. Even such an elemental instinct 
as that of sex seems to be entirely misapprehended, as appears from 
the following illustration : " Men will stand in line waiting for ' my 
waitress ' " (page 37). To be sure, but more of them will stand in 
line waiting for " my barber ". The institution of private property 
is ascribed to the sense (instinct) of ownership (page 68). Clearly, 
ownership or the right of private property is a matter of institu- 
tions, ultimately a matter of habituation. Otherwise one may be 
forced to the conclusion that Providence in His inscrutable wisdom 
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has denied the instinct of ownership to many of the primitive and 
less civilized tribes. Equally beside the point is the explanation of 
the reluctance of some workmen to transfer from one forge to an- 
other on the ground of the instinct of possession (page 69). It 
seems never to have occurred to the author of Instincts in Industry 
that a great deal of what may appear as recalcitrancy on the part of 
workmen results from the effort to disturb their habitual, mode of life 
and activity. 

It would serve no good purpose to proceed further with a critical 
analysis of the instincts here listed. The entire decalogue of in- 
stincts offers an unusual object lesson in confident asseveration and 
harmless intellectual pleasantry. Under ordinary circumstances an 
adventure into a field so unfrequented as instincts in industry might 
be regarded as an act of unusual courage and laudable ambition. 
But when undertaken by one so ill equipped for the task and so 
serenely indifferent to the seriousness of the problems involved as the 
author of Instincts in Industry appears to be, it can scarcely be re- 
garded as anything short of foolhardy. The work is characteristic 
of the youthful exuberance of a social uplifter rather than of the 
patient and painstaking efforts of mature scholarship. 

Entirely aside from the intrinsic value of these books, they are 
instructive as symptoms of a general social and industrial condition. 
Resort to such extraneous and quite irrelevant measures as exhorta- 
tions to goodwill in industrial relations and evangelical campaigns 
to carry the gospel of education to the workers implies the failure 
or inadequacy of so-called economic laws to regulate business and 
industry. The good old remedies of higher wages and higher profits 
do not seem to stimulate production as they have been supposed to 
do. The control and management of private enterprise have reached 
a point which transcends the traditional methods of governmental 
regulation. Consequently any novel or hastily improvised scheme 
for meeting the situation appears alluring, not because it does in fact 
solve present industrial difficulties, but mainly because it avoids the 
issues. This is the path of least resistance. 

The working classes, chiefly those who work with their hands, 
under the strain and stress of constant industrial struggle, need the 
exhilarating stimulus of mysticism to excite their imagination, to 
divert their mind, to gratify their yearning, which is never keener 
than when the laborers are engaged upon an industrial struggle 
which calls for extraordinary wisdom and endurance. In earlier 
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times religious mysticism normally satisfied the craving of the dis- 
possessed classes for comfort and peace. The Methodist movement 
of the eighteenth century was calculated to fire the imagination of 
the victims of the English enclosures with visions of the beatific life 
to come. Modern machine industry has to a great degree brought 
about a disillusionment with respect to such contemplation as com- 
pensation for the ills and privations of earthly life. The present-day 
search for truth has displaced the faith of earlier times. Witness, 
for instance, the ardor and enthusiasm with which labor colleges, 
workers' universities and corporation schools are being established in 
many industrial centers in this country. The working-class slogan 
is " ye shall know the truth and the truth shall make you free." 
But truth without courage is sounding brass, and faith with- 
out works is a tinkling cymbal. Economists and educators find it 
an easier task to offer anaesthetics to a diseased social organization 
than to cure the ills from which it suffers. Goodwill in industry, 
industrial psychology, labor education, employment management and 
all the rest of the inventory of social nostrums are as anodynes to 
an ailing body. 

A social crisis implies usually a discrepancy between the material 
facts upon which the community depends for its existence and the 
myths which they have outgrown. In order that the life of the com- 
munity may continue, it is essential that an adaptation and readjust- 
ment of the myths (habits of thought) to the material facts (ways 
and means of livelihood) shall take place. Habits of thought are 
spiritual factors, which are often expressed in certain conventions 
and customs. Adaptations and adjustments in the economic life of 
the community usually mean a revision or discontinuance of many 
of the established institutions, which in turn implies an abrupt dis- 
turbance in the habitual life of the community. Whether or not 
such a disturbance is to take place peacefully and with a minimum 
of suffering is a matter which cannot be foreseen and depends largely 
on the degree of the tenacity with which the community clings to its 
cherished traditions. 

Under these circumstances an appeal to the emotions of indi- 
viduals in the community which articulates with the existing institu- 
tions is received by them with greater eagerness than an appeal to 
the reasoning faculty which is not in consonance with the current 
habits of thought and which therefore enjoins a break with the past. 
This state of mind on the part of large numbers in the community 
accounts to a considerable degree for the unusual popularity of 
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social uplifters, reformers, philanthropists, evangelists etc., all of 
whom in course of time become adepts in the legerdemain which 
changes conditions without altering them. 

In the course of human events peoples have been obliged under the 
stress of circumstances to submit to changes and modifications in 
their manner of life and in their ways of thinking. In successive 
periods of human history institutional rights and privileges, often 
involving mastery of one group over another, have served their pur- 
pose and given way to new rights and privileges. The present-day 
confusion and consternation throughout large sections of civilized 
nations as well as the excitement among economists and social up- 
lifters is due to the fact that the forces which abolished feudal lord- 
ship and princely rule by divine right seem to threaten the last 
stronghold of privilege — the right of individuals to the exclusive 
use and abuse of the means and materials on which the life of the 
community depends. 

Leon Ardzrooni. 

The New School for Social Research. 



